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ACCOUNTI NG PRI NCI PLES AND STANDARDS HANDBOOK

CHAPTER 7. ADM NI STRATI VE CONTROL OF FUNDS

Section 1.0 General

This Chapter establishes policy and prescribes a system for
the adm nistrative control of all funds in the Departnental

of fices and operating units (hereafter referred to as
"organization units"). This system of adm nistrative control
enabl es the Secretary to determ ne responsibility for the
over-obligation or over-disbhursement of appropriations,
apportionnments, statutory limtations, allotnments, sub-
allotments, and other adm nistrative sub-divisions. It also
enabl es the Secretary to pronptly report to the President and
to the Congress on those violations required by statute to be
So reported.

Section 2.0 Authority

.01 These policies and procedures are issued pursuant to
the followng | aws and regul ati ons, and have been
approved by the Director, Ofice of Managenent and
Budget, as required by 31 U S.C. Sec. 1514:

a. Title 31 United States Code (U.S.C.), Mney and
Fi nance:

1. Secs. 1301, 1341-1342, 1349-1351, 1511-1519
(part of the Anti-Deficiency Act, as anended);

2. Secs. 1101, 1104-1108, 3324 (part of the Budget
and Accounting Act, 1921, as anended);

3. Secs. 1501-1502 (part of Section 1311 of the
Suppl enental Appropriations Act of 1950);

4. Secs. 1112, 1531, 3511-3512, 3524 (part of the
Budget and Accounting Procedures Act of 1950);
and

5. Public Law (P.L.) 101-510 (31 U S.C. Secs. 1551-
1558), enacted Novenmber 5, 1990, anended
Subchapter 1V, which prescribes the rules for
determ ning the availability of appropriation
and fund bal ances and establishes the procedures


http://www.osec.doc.gov/ofm/acctg/antidef.htm
http://www.osec.doc.gov/ofm/acctg/31C11.PDF
http://uscode.house.gov/download/31c15.doc
http://uscode.house.gov/DOWNLOAD/31c35.doc
http://www.osec.doc.gov/ofm/acctg/pl101-510.html
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for closing appropriation and fund accounts.

b. GAO Policy and Procedures Manual for Gui dance of
Federal Agencies, Title 2, Appendix |, Section F50.

c. Title X of P.L. 93-344, codified at 2 USC Secs. 681-
688.

d. Ofice of Managenent and Budget (OwvB) Circul ar A-34,
"l nstructions on Budget Execution,"” as anmended, and
rel ated OVB gui del i nes.

e. Departnment Organization Order 10-5, Assistant
Secretary for Adm nistration, as anmended, which
covers the conduct of all admnistrative functions
required in the overall managenent of the
Depart nent .

f. Federal Credit Reform Act of 1990, Title X of the
Congr essi onal Budget and | npoundnent Control Act of
1974, as anmended by Section 13201 of the Omi bus
Budget Reconciliation Act of 1990.

Section 3.0 Scope

The provisions of this Handbook apply to all organization
units, appropriations, and funds controll ed by the Departnent
of Commer ce.

Section 4.0 Definitions, Term nol ogy, and Concepts

The term nol ogy and concepts used in this Chapter have the
sanme neaning as those set forth in OMB Circul ar A-34, Part 11
and Part 111, which requires that each executive agency
establish regul ati ons governing the agency system for

adm ni strative control of funds.

.01 Definitions

a. Adm nistrative Division or Sub-division of Funds

An adm ni strative division or sub-division of funds
is any distribution of an appropriation or fund,
such as an apportionnment or allotnment. Over-
obligation or over-expenditure of apportionnents and
allotnments is always a violation of the Anti-


http://www.osec.doc.gov/ofm/acctg/93-344.html
http://www.whitehouse.gov/OMB/circulars/a034/toc99.html
http://www.osec.doc.gov/bmi/10-5.htm
http://www.fms.treas.gov/ussgl/creditreform/fcra.html
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Defi ci ency Act.

Apportionnment

A distribution nmade by OMB of anmpunts avail able for
obligation in an appropriation or fund account into
ampunts avail able for specified tinme periods,
activities, projects, objects, or conbinations

t hereof. The anmpunts so apportioned limt the

obl i gati ons that may be incurred.

Reapporti onnent

A revision approved by OVB of a previous
apportionment for an appropriation or fund account.
Thi s approved revision would ordinarily cover the
sanme period, project, or activity covered in the
ori gi nal apportionnment.

Al | ot nent

Aut hority del egated by the head or other authorized
enpl oyee of an agency to agency enpl oyees to incur
obligations within a specified amunt, pursuant to
OMB apporti onment or reapportionment action or other
statutory authority making funds avail able for

obl i gati on.

Avail ability of Budgetary Resources

The availability of budgetary resources for

obl i gati ons and expenditures is limted by purpose,
ampunt, and tinme. There are three types of
authority for incurring new obligations that are
limted by time: (1) annual authority, (2) multi-
year authority, and (3) no-year authority. During
t he period where budgetary resources are avail able
for incurring new obligations, the account that is
enpower ed by such authority is called unexpired
account .

Agency Limtation

For fund control purposes, an agency limtation is
any adm nistrative division or sub-division of funds
made by agency officials that restricts the use of
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Gover nnent funds.

g. Expired Accounts

These are appropriation or fund accounts in which

t he bal ances are no | onger available for incurring
new obl i gati ons because the tinme avail able for

i ncurring such obligations has expired. Unless

ot herwi se specified by law, annual or nulti-year
authority (for incurring new obligations) for an
account expires at the beginning of the fiscal year
following the specified year or nmulti-year period.
For five years, the expired account is avail able for
expenditure to liquidate valid obligations incurred
during the unexpired period. At the end of the
fifth year, the expired account is cancel ed.

Section 5.0 Responsibilities and Functions of |ndividuals

.01 Gener al

In accordance with OMB Circul ar A-34, Section 31.3, and
Title 31 U.S.C. Sec. 1514, the Secretary is responsible
for prescribing a system of adnmi nistrative control of
funds. The Secretary has delegated to the Assistant
Secretary for Adm nistration/Chief Financial Oficer
(CFO) (hereafter referred to as the CFO), the
responsibility for establishing and maintaining a
system of funds control in accordance with the criteria
and policies set forth in this Chapter. The CFO s

al so responsi bl e for devel opi ng and prescri bing
accounting systenms that will provide for pronpt and
accurate recording in the official accounts of al
financial transactions having an effect on
apportionnments and ot her sub-divisions of funds.

The CFO has oversight responsibility for budgeting and
managenent of financial resources to assure optinmum
utilization of funds in carrying out progranms of the
Departnent; coordinating adn nistrative management
matters with other departnments and agencies; providing
for budget coordination and liaison with OVB; providing
central l|iaison for the Departnent with the
Appropriations Commttees of the Congress; and

ot herwi se representing the Departnment on such matters
with public or private groups.
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.02 Responsibility

a.

. 03 Del

Al lotter

Each i ndivi dual assigned responsibility for issuing
allotnments is responsible for limting the ambunts
made avail able for obligation and/or outlay to the
anmount s apportioned or otherw se authorized by | aw.

Al lottee
Each individual receiving an allotnment of funds is
responsi ble for restricting obligations and/or

outlays to the anmounts available in such allotnent.

egations of Authority

The Director, Ofice of Budget (OB) who reports
directly to the CFO, is authorized to establish and
mai ntain a close working relationship with OMB and

t he Budget and Appropriations Commttees of the
Congress. OB is delegated responsibility for budget
formul ati on, gui dance for and nonitoring of budget
execution, managenent anal ysis, and reporting on the
status of program operations.

The Director, Ofice of Executive Budgeting and
Assi st ance Managenent (OEBAM, has Departnent-w de
responsibility for devel oping and i npl ementi ng
financi al assistance adm ni stration and operati onal
policies; and for formulating, justifying, and
executing the Ofice of the Secretary (QOS)
resources. OEBAM serves as the Grant O ficer for

| TA, MBDA, NTIA, and CS.

The Director, Ofice of Financial Mnagenent (OFM,
who reports directly to the CFO, is responsible for
devel opi ng an integrated Departnmental accounting
system that nmeets the admi nistrative control of
funds requirenents contained in the Joint Financial
Managenent | nprovenment Program (JFM P) Core

Fi nanci al System Requirenments, the DOC Budget and
Program Anal ysi s Handbook, and the DOC Handbook of
Accounting Principles and Standards. The system and
ot her control procedures devel oped by the Director
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must support an integrated process that wll:

1. Provi de budget execution capability by recording
t he funding and rel at ed budget execution
docunents;

2. Establish and track the use of funds agai nst

[imtations assigned;

3. Track the use of these funds through operating
or financial plans;

4. Mai ntain current information on conmtnments and
obl i gati ons according to the classification
structure, on a fund-by-fund basis; and

5. Provide for certification of funds availability
prior to the issuance of a comm tnent,
obl i gati on, or expenditure.

Heads of Organization Units are responsible for:

1. Assuring that operations are maintained within
the limts of approved organi zation budgets;

2. Obt ai ni ng approvals from OMB and conplying with
Congr essi onal requirenments regarding
reprogramm ng actions through the CFO, OB, and
OEBAM

3. Desi gnating budget officers responsible for
preparing and submtting, on a tinely basis,
apportionment plans and prescribed program
backup, and reports and other required data for
t he organi zation units for which they are
responsi bl e;

4. Organi zation units' accounting, budget, and
personnel officers are responsible for
devel opi ng procedures to provide financial and
enpl oynent data needed in order to submt
central agency, as well as organization unit,
managenent reports on a tinely basis, forwarding
the required data to the CFO, and mmai ntai ni ng
liaison with OB, OEBAM and OFM on the
resol uti on of problens; and
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5. Accounting, budget, and programofficials at all
Depart nment organi zation |levels are responsible
for cooperating in nmaintaining efficient use of
funds within the limtations of adm nistrative
control and, when applicable, for calculating
credit program subsidies in accordance with OVB
gui del i nes.

It is essential that bureau program officials having budget
responsibilities, consult with the unit budget officer, the
Director for Financial Managenment, and | egal counsel when it
appears that there may be problenms in neeting the

requi rements of any |aw governing adm nistrative controls
with a view toward resolving the problens before they becone
vi ol ations of the Act.

Section 6.0 Actions Prohibited

.01 Gener al

An Anti-Deficiency Act fund violation can occur at any
time during the current period when obligations or

out| ays exceed the allotnent, apportionment, or
appropriation. A fund violation can occur at any tine
during the expired period when obligations or outlays
exceed the ampbunts apporti oned or otherw se avail abl e
by law. In addition, each obligation or outlay
transaction which exceeds ampunts avail abl e nust be
exam ned to determ ne responsibility for causing the
violation. Actions which subsequently relieve the
violation condition do not negate the fact that a

viol ation occurred, which nust be reported. Further,

t he anount of the violation is not a factor in

det erm ni ng whet her a report nust be subnmitted. All

vi ol ati ons nmust be reported, except those that are one
dollar ($1) or less.

.02 Types of Violations

The Anti-Deficiency Act, as anended, requires that the
Presi dent, through the Director of OvVB, and Congress be
furni shed informati on on violations of the follow ng
character:
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Over-obligation or Over-expenditure of an
Appropriation or Fund

This is any case where an officer or enployee of the
United States has nade or authorized an expenditure
from or created or authorized an obligation

agai nst, any appropriation or fund in excess of the
anount avail able in the account.

Contract or Obligation in Advance of an
Appropri ation

This is any case where an officer or enployee of the
United States has involved the Governnent in a
contract or other obligation for the paynent of
noney for any purpose in advance of appropriations
made for such purpose, unless such contract or
obligation is authorized by law (31 U S.C. Sec.
1341(a)). If authorized by |law, but not financed by
an appropriation, the budget authority recorded to
cover such transactions is known as contract
authority. |If the contract authority is provided in
anticipation of receipts, then obligations incurred
agai nst such contract authority cannot be |i quidated
unl ess either the receipts are collected and
credited to the account or an appropriation has been
enacted (31 U.S.C. Sec. 1341(a)).

Acceptance of Voluntary Service

This is any case where an officer or enployee of the
United States has accepted voluntary service for the
United States or enpl oyed personal services in
excess of that authorized by |aw, except in cases of
(1) an energency involving the safety of human life
or the protection of property; (2) use of student

vol unt eers under agreenment between the Depart nment
and the school, as provided by OVB regul ati ons; or
(3) as permtted specifically by law (31 U S.C. Sec.
1342). (See DAO 202-311, "Voluntary and
Unconpensat ed Services," for policies, guidelines,
and procedures of the Departnment concerning

vol untary and unconpensated servi ces.

Over-obligation or Over-expenditure of an
Apportionnent or Reapportionnent
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This is any case where an officer or enployee of the
United States has authorized or created an
obligation or made an expenditure in excess of an
apportionment or reapportionnment. This includes

adj ustments that cause obligations in expired
accounts to exceed the apportionnment for the year in
whi ch such obligations were incurred (31 U S.C. Sec.
1517(a)).

Over-obligation or Over-expenditure of an All ot nent

This is any case where an officer or enployee of the
United States has authorized or created an
obligation or made an expenditure in excess of the
anmount permtted by the prescribed and approved
agency fund control system (31 U S.C. Sec. 1517(a)).

Over-obligation or Over-expenditure of a Credit
Limtation

This is any case where an officer or enployee of the
United States has authorized or created an
obligation or nmade an expenditure exceeding a credit
limtation contained in an appropriation act
restricting the anount that can be obligated or
commtted for a credit program (31 U.S.C. Sec.
1517(a)). Obligation or disbursenent from each | oan
program financing, and |iquidation account in
excess of: (1) direct and guaranteed | oan subsi di es,
direct and guaranteed | oan |evels, and any
limtation specified by law, or (2) the anount
apportioned for the ampunts specified above,

whi chever is the lower (Title V, CBA of 1974).

Expi red Accounts

Agencies are required to report violations of the
Anti - Deficiency Act when the foll owi ng conditions
occur:

1. New obl i gations and expenditures or adjustnents
to obligati ons and expenditures exceed the
ori gi nal appropriations

This is any case where an officer or enployee of



h.
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the United States has made or authorized an
expenditure fromor created or authorized an

obl i gati on agai nst any appropriation or fund
account in excess of the amount available in the
ori ginal appropriation or fund account. This
means that the bal ances from other years in the
account are no longer fungible between fiscal
years.

New obligations or any expenditures in expired
accounts

This is any case where an officer or enployee of
the United States has made or authorized an
expenditure from or created or authorized an
obl i gati on agai nst, an expired account. Expired
accounts will remain available for legitimte
obl i gati on adjustnments but not for new
obligations. As of Septenber 30 of the fifth
fiscal year after the period of obligational
availability ends, for each account, all
obl i gated and unobli gated bal ances shall be
cancel ed, and the expired account shall be

cl osed. No disbursenments may be made from

cl osed expired accounts. For exanple, accounts
that expired in fiscal year 1994 will be closed
as of Septenmber 30, 1999. However, after an
account is canceled, any legitimte obligations
or adjustnents chargeable to the cancel ed
account may be paid from anot her unexpired
appropriation available for the sanme purpose as
t he cancel ed account.

New obl i gations and expenditures or adjustnents
to obligati ons and expenditures that exceed the
anmount apportioned or allotted

This is any case where an officer or enployee of
the United States has made or authorized an
expenditure from or created or authorized an
obl i gati on agai nst, any appropriation or fund
account in excess of the amount apportioned or
allotted to the original appropriation or fund
account .

Chargi ng the Wong Account
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Del i berately charging the wong account for purposes
of expedi ency or adm nistrative conveni ence, with

t he expectation of rectifying the situation by a
subsequent transfer, violates 31 U S.C. sec.

1301(a). The transferred funds would be used for a
pur pose other than that for which they were
originally appropriated. If the receiving
appropriation is exceeded, the Anti-deficiency Act
is also violated.

Section 7.0 Penalties

.01 Any officer or enployee who violates provisions of 31
U.S.C. Secs. 1341(a), 1342, or 1517(a) (the Anti -
Deficiency Act) shall be subject to appropriate
adm nistrative discipline. Adm nistrative discipline
may consi st of:

a. Letter of reprimand or censure for the official
personnel record of the officer or enpl oyee;

b. Unsatisfactory performance rating;

c. Transfer to another position;

d. Suspension from duty w thout pay; or

e. Renoval from office.
I n addition, any person who knowi ngly and willfully violates
t hese prohibitions shall be fined not nore than $5, 000,

i nprisoned for not nore than two (2) years, or both.

Section 8.0 Reporting Requirenents

.01 Responsibilities

Since a determ nation concerning liability under this
Act is within the province of the Departnment's O fice
of General Counsel, the organization unit affected
shal |l consider the followng list of guidelines in
gat hering the pertinent facts.

a. The accounting system shall be the record for
determ ni ng whether a violation exists, for the
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extent of the violation, and for assigning

i ndi vidual responsibilities. If the violation

i nvol ves a sub-system approved by the CFO, that
system shall be the record for such determ nation
except where the two (2) systens conflict. 1In the
|atter case, the O fice of Financial Managenment wl |l
determ ne which set of records is correct.

The Departnent's O fice of General Counsel shall
make the determ nation as to whether there has been
a violation of the Act. The Ofice of Financial
Managenent shall cooperate in review ng and

determ ning the facts from accounting records or
resolving conflicts between accounting and approved
sub-systens. The O fice of Personnel shal
cooperate in the determ nation of the extent of

adm ni strative discipline to be applied.

To the extent that an individual contributed to the
viol ation, sonme actions may be considered so
contrary to good managenment practices as to indicate
possi bl e negligence. These actions may include, but
are not limted to:

1. Failure of an allottee to formalize operating
plans in time to establish adm nistrative
control of obligations or expenditures and to
present such plans for incorporation into the
accounting system

2. Failure of an allottee to maintain such plans in
a current status throughout the period of
avai lability of an appropriation;

3. Failure of an accounting officer to nonitor and
anal yze accounts in a professional nmanner and to
provide formal notice of an inpending violation
wher e professional judgment would warrant such
action;

4. Failure of an allottee to respond in-kind to a
formal warning froman accounting officer of an
i ndi cati on of inpending violation;

5. Di rect approval by an allottee of an obligation
beyond the l[imtation of an allotnent or sub-



10.

11.

12.

13.
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al | ot ment ;

Failure of an accounting officer to maintain the
accounting system

Failure of an accounting officer (or program
official to provide such information) to enter a
conmm tnment (estimate) in an accounting record,
e.g., GPO Printing Requisition to determ ne the
i ndi vidual responsible for that comm tnent;

Failure of an automatic data processi ng manager
to maintain an accounting system as desi gned or
to provide highest priority to situations
i nvol ving adm ni strative control of funds;

Failure of a contracting/procurement officer, or
any other approving official, to obtain the
approval of an official authorized to certify
fund availability before entering into a
contract or a change order;

Failure of a certifying officer, in conjunction
with the requirenent in 31 U . S.C. Sec. 3528, to
determ ne that paynents are in accordance with
| aw and represent a |egal obligation under the
fund involved, to determ ne that an expenditure
is generally preceded by an operating plan
entered in the accounts, or is otherw se
specifically approved by the allottee;

Fail ure of an enployee to act pronptly in
matters of assenbling, recording, and reporting
obl i gations, including those personnel who have
responsibility for adm nistrative approval of
expendi t ures;

Failure of any enployee to cooperate with an
allottee in formalizing control plans and
revisions of plans in a tinmely manner; and

Fail ure of an enpl oyee responsible for
furnishing an estimate to be recorded as an
obligation to prepare such an estinmate with
reasonabl e skill and conpetence.



.02

. 03
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d. Violations may occur because of the actions of other
agencies, particularly where the Departnment is
required to enter into interagency agreenents. |f
i nadequat e financial information has been furnished
by anot her agency, which could cause an organi zation
unit to be in violation of the Act, the facts shoul d
be established and reported as with any other report
of a violation.

Reporting to the Chief Financial Oficer

It shall be the primary responsibility of the chief of
t he accounting office or other organization unit in
whi ch the official accounts are maintained to

i mmedi ately initiate witten reports of obvious or
possi bl e viol ati ons. However, any enpl oyee of the
Depart nent havi ng knowl edge of an apparent violation
shall be responsible for initiating a witten report
t hrough appropriate channels. In either instance, the
report shall be addressed to the Head of the

Organi zation Unit. The Head of the Organization Unit
shall report to the Chief Financial Oficer (CFO,

| MVEDI ATELY after it has been established that a

vi ol ati on has occurred and shall also send an

I nformation copy of the report to the Director for
Budget (OB), the Director for Executive Budgeting and
Assi stance Managenent (OEBAM, and the Director for

Fi nanci al Managenent (OFM .

In the event that investigations are not conpleted and
an external report nmade within six nonths of discovery,
quarterly reports will be reported to the OB, OEBAM
and until the investigation discloses that the

violation did not occur or an external report is made.
The Director, OFM w |l prepare the report for

vi ol ations which occur in the Ofice of the Secretary.

Reporting to the President and Congress

If it is determned that a violation has occurred, then
external reports are required. One report shall be in
the formof a letter (original and three copies, plus

t he number of copies desired for internal use) to the
Presi dent, prepared for the signature of the Secretary
and forwarded to the President through the Director of
OVB. The opening sentence of the letter should be,
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"This letter is to report a violation of the Anti -
Deficiency Act, required by Title 31 United States Code

Secs.

1341(a), 1342, and 1517(a)."

a. The letter will set forth the foll ow ng data,
preferably in the sequence indicated:

1.

The title and synmbol (including the fiscal year)
of the appropriation or fund account, the anmount
i nvol ved for each violation, and the date on

whi ch the violation occurred.

The nanme and position of the officer or enployee
responsi ble for the violation.

Al'l the pertinent facts of the violation,
including the type of violation, (e.g., over-
obligation of an allotnment or apportionnment of
an appropriation, etc.) the primry reason or
cause, and any statenent from the responsible
of ficer or enployee with respect to any

ci rcunstances which he or she believes to be
ext enuati ng, and any gernmane report by the
Departnent's |Inspector General and/or the
General Counsel.

A statenment of adm nistrative discipline inposed
by the Head of the Organization Unit or CFO
within the Ofice of the Secretary, and any
further steps taken with respect to the officer
or enpl oyee, or an explanation as to why no

di sciplinary action is considered necessary.

In the case where an officer or enployee is
suspected of willfully and know ngly violating
the Anti-Deficiency Act, confirmthat al

i nformati on has been submtted to the Departnment
of Justice for determ nation of whether further
action is needed.

A statenent that the organization unit's
instructions inplenenting these procedures are
adequate, or if not adequate, wll be
appropriately revised.

A statenent of any additional action taken by,
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or at the direction of, the Head of the

Organi zation Unit or CFOw thin the Ofice of
the Secretary, including any new saf eguards
provided to prevent recurrence of the sane type
of violation.

8. | f another agency is concerned, a statenment
concerning the steps taken to coordi nate the
report with the other agency.

9. If an allocation account is involved in a
violation, the violation will be reported
t hrough the Departnment by the agency
adm ni stering the allocation.

b. An information copy of the report to the President
wll be sent to the Departnment's O fice of the
| nspector General.

c. The second report will be nmade to Congress as
required by law. This report, using the sane formt
as that submtted to the President (see sub-section
a. above), will also be prepared for the signature
of the Secretary and will be addressed to the
Presi dent of the Senate and the Speaker of the
House. A copy of this report will be submtted to
OMB with the report to the President. If the
reports to the President and Congress are identical,
a statement to this effect should be included in the
report to the President.

All reports to the President and the Congress under

this paragraph will be forwarded for signature to the
Secretary through the CFO. After the report has been
signed by the Secretary, an information copy will be

provided to the Director, OB, and the Director, OEBAM

In addition to reports of violations discovered by
organi zation units or offices of the Departnent,
reports will also be nmade on violations not previously
reported which are included in findings of the CGeneral
Accounting Ofice (GAO in connection with audits and
i nvestigations. In these cases, the reports should
contain an explanation as to why the violation was not
di scovered and previously reported. |If the Departnment
does not agree with GAO that a violation has actually
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occurred, a letter explaining the reason for the point
of view should be prepared for the Secretary's
signature and transmtted through normal channels for
subm ssion to the Conptroller General with a copy to
the Director of OWVB.

.04 Financial Statenment Disclosure

Any viol ations of appropriations or other fund
limtations shall be disclosed in the notes to the
financial statenents. Any major restrictions or
limtations on the use of funds (such as linitations on
amounts which can be spent for certain types of
expenditures, e.g., travel) contained in the
appropriation acts shall also be disclosed, as well as
any violations of such restrictions.

Section 9.0 Relationship of Accounting and Fund Control
Syst ens

The basic responsibility for recording and reporting financi al
transactions as obligations is prescribed in the Suppl emental
Appropriations Act of 1950, Section 1311 (31 U S.C. Secs.
1501-1502). In accordance with Title 2, GAO Manual for

Gui dance of Federal Agencies, Appendix 1, Section F50, the
accounting system should i ncorporate appropriate techniques to
assi st in achieving funds control. OB Circular A-34, Section
31.3 specifies the criteria for an adequate system of

adm ni strative control of funds to conply with the

requi rements of the Anti-Deficiency Act, 31 U S. C. Sec. 1514,
as anmended, and it provides that funds control systens be
fully supported by the accounting systems. Pursuant to these
requi renents, the foll owi ng accounting, reporting, and
internal controls shall be maintained:

.01 Accounting System

The Departnental accounting system(s) shall be designed
and maintained in a manner to assi st responsible
officials in restricting the authorization or

I ncurrence of comm tnents, obligations, and
expenditures to anounts avail able in the apportionnent
or allotnent. The Departnental accounting system(s)
must provide tinmely disclosure of:

a. Total valid obligations incurred to date, and total
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budgetary resources avail able for obligations within
each apportionnment, allotment, or other

adm ni strative sub-division. Credit accounts w ||
be handled in the sane nmanner as non-credit

accounts.

b. Restrictions contained in appropriation acts or
ot her statutes, along with total obligations
i ncurred agai nst such restrictions to date.

c. Status of estimated rei nmbursenments, including orders
recei ved, amounts earned, and amounts collected to
dat e.

d. The authorization or creation of conmm tnments,
obl i gations, or expenditures that exceed
apportionnents and all ot nments.

Al | ot ment Accounti ng and Reporting

Al l ot ment accounting and reporting procedures shall be
prescribed as an integral part of any accounting and
reporting system Provision shall be nade for pronpt
and accurate recording in the official accounts of al
transactions affecting an allotnment, and tinely
reporting by the accounting organization on its status
to the allottee.

Accounting Records and Fund Status Reports

The accounting records and the funds status reports
must be periodically verified. This verification nust
take place at |east annually so that the Report on
Budget Execution (SF-133) and the Year-end Cl osing
Statenment (TFS Form 2108) can be certified as correct.
In fiscal year 2000, the SF-133 and TFM 2108 are to be
repl aced by FACTS (Federal Agencies' Centralized Trial-
bal ance System) |1 Report. The certification is
necessary to assure that all source docunments that

af fect the appropriation and fund bal ances have been
recorded properly, accurately, conpletely, and on a
tinmely basis. During this verification, the validity

of all obligations will be substantiated and
adjustnments will be processed accordingly. This
verification will be acconplished by consulting with

the programofficials that are in a position to know
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the validity of each obligation and are charged with
the responsibility for adm nistering the funds that
have been allotted to their prograns.

Section 10.0 Apportionnents

.01 Gener al

Specific requirements for apportionnments and
reapportionnments are contained in OMB Circul ar A- 34,
Part IV. All accounts nust be apportioned except as
provided in Part IV of the Circular. Supporting
material for apportionnent requests should show pl anned
spendi ng by program activities unless otherw se
specified by OMB program staff. The authority to
request apportionnent or reapportionment of all
Departnmental funds by OVB has been del egated to the
CFO, who has in turn re-del egated that authority to the
Di rector for Budget (see DAO 203-1, as anended.) The
one exception is for apportionnents or reapportionments
whi ch indicate the need for supplenental budget
authority. These requests to OVB nust be acconpani ed
by the CFO s determ nation of the reasons for a
deficiency apportionment. Apportionnents that
anticipate the need for a deficiency or suppl enental
appropriation under 31 U. S.C. Sec. 1515, wll be
specifically identified on the apportionnent request
(SF 132) as discussed in OMB Circul ar A-34, Section
35.1.

a. All appropriations, trust, and public enterprise
funds whi ch have anmpbunts avail able for obligation
must be apportioned unless specifically exenpted by
OMB. Anpunts to be apportioned shall include
ampunts to be reinbursed to the appropriation or
fund. Funds exempted from apportionnent by OVB,
ei ther by general regulation or by specific
adm ni strative action, may include certain deposit
funds, trust funds, consolidated working capital
funds, franchise funds, allocation accounts, and
revol ving funds.

b. Separate apportionnments are required in cases when
an appropriation conm ngles one year and nultiple
year funds and separate accounts are established by
the Treasury for each fund. New apportionnment
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action is required for budgetary resources avail able
beyond the end of the fiscal year.

c. Apportionnment and reapportionment requests shall be
prepared in the manner prescribed by OVMB Circul ar
A- 34, and the DOC Budget and Program Anal ysi s
Handbook by each organi zation unit for the review
and approval of the Director for Budget. OMVB action
on apportionment requests will be coordi nated by OB
who will forward the original of the OVB
apportionment action to the organization unit.

d. The Ofice of Budget is responsible for forwarding
the originally approved apportionnment schedul e
(SF 132) to the accounting officer servicing the
organi zation unit and to the Director for Financial
Managenment. The approved SF 132 is the authorizing
docunment for opening prescribed general | edger
accounts for the adm nistrative control of funds.
For | oan prograns, Category B funds may be further
apportioned according to | oan subsidy, default
claims, interest to Treasury, admnistrative
expenses, capitalized costs, interest supplenents,
payments to recei pt accounts, and other categories.

For guaranteed | oan progranms, the loan |evel wll

be apportioned based upon new | ocan conmm tnents
supportabl e by the subsidy budget or, in the case of
a negative subsidy, the anount authorized by the
appropriation act.

.02 Apportionment Accounting and Reporting

Normal |y, budget reporting was on the basis of an

SF 133, Report on Budget Execution. As of fiscal year
2000, reporting on budget execution is to be presented
in the FACTS Il format and on a quarterly basis.

.03 Gui dance

Depart nental gui dance on the processing of all types of
apportionnents, rescissions, and deferral actions is
provided by the Director for Budget. (See DOC Budget
and Program Anal ysis Handbook.)

Section 11.0 Allotnments and Sub-all ot nents
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Al l otments shall be nmade at the highest practicable |evel

wi thin each appropriation or fund. Whenever possible, only

one allotment should be issued for each appropriation or fund.
Organi zation plans shall be used to reflect appropriations

from Congress and apportionments from OVB.

.01 Organi zational Contro

The devel opment and mai ntenance of a system for fund
control shall include the formal allotnment of funds as
a neans for establishing, within appropriation
limtations established by the Congress and funds
apportioned by OVB, the anpbunts avail able for
obligation and outlay. The allotnment system shall be
establ i shed and nmai ntained in such a manner as to
assure conpliance with all limtations, including those
of the Anti-Deficiency Act, as anended. Organization
units' internal procedures shall clearly define an
unbroken chain of responsibility fromthe Head of an
Organi zation Unit to those exercising responsibilities
for fund control.

.02 Restrictions

a. The sum of all otment anmpunts issued shall not exceed
t he apporti onnment.

b. The sum of sub-all otment anounts i ssued shall not
exceed the all otnment anmount.

c. Allotnents or other adm nistrative sub-divisions
shall be fixed in anpbunt and changed only when
aut hori zed by the responsi bl e budget official who
i ssued the sub-division initially.

d. Congressional restrictions contained in
appropriation acts shall be covered.

e. No officer or enployee shall make or authorize an
expenditure or create or authorize an obligation
wi t hout approval of an official authorized to
certify funds availability.

f. No appropriation shall be used to pay obligations
i ncurred under anot her appropriation, even when
funds have been tenporarily exhausted and when
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rei mbursenent is contenplated after suppl enent al
appropriations are approved.

An appropriation for a specific purpose is avail able
for that purpose only, to the exclusion of a nore
general appropriation which m ght otherw se be

consi dered avail able for the sanme purpose.

When either of two (2) appropriations reasonably
coul d be used for certain purposes, adm nistrative
el ection to use one (1) of the appropriations
precludes the use thereafter of the other
appropriation for the sanme purpose.

The exhaustion of an appropriation for a specific
pur pose does not authorize chargi ng excess

expendi tures or obligations to a general
appropriation which would otherw se be avail able for
t he same purpose.

I n some circunstances, the recording of obligations
is not to be delayed due to |lack of funds. Exanples
i nclude aut horized payroll, and obligations arising
under defaulted guaranteed | oans.

No obligation shall be made or authorized, or an
expendi ture made, when no allotnment exists or is in
excess of the existing allotnent.

The procurenment of supplies is subject to the
prohibition in 41 U S.C. Sec. 13 agai nst making
contracts in excess of one (1) year

.03 Mandatory Requirenents

a.

No conm tnment shall be made without certification of
fund availability by recording it in a Departnental
accounting systen(s).

Cbligations shall be recorded in a Departnental
accounting system(s) prior to a transaction with a
vendor.

Di sbursenments shall be made in conpliance with the
Prompt Paynment Act (when applicable) and recorded

promptly.
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Comm t nents, obligations, and di sbursenments shall be
identified with an appropriation or fund at the tine
i ncurred.

Accounting officers and allottees shall be
responsi ble for the validity of all comm tnents,
obl i gati ons, and di sbursenents.

Funds transferred under the Econony Act, 31 U S.C.
Sec. 1535, for paynent of services or supplies
furni shed to anot her Federal agency, are avail able
only for the sanme tinme period as the appropriation
fromwhich the transfer is made. |nteragency
agreenents chargeable to fiscal year appropriations
are required to be deobligated at the end of the
fiscal year to the extent the perform ng agency has
not incurred valid obligations under the agreenent
(39 Conptroller General 317).

Obl i gati ons made or authorized under a fiscal year
appropriation nust neet a bona fide need of the
fiscal year to be charged.

Guaranteed | oan comm tnents nust be supported by the
subsi dy budget authority being allotted.

Any obl i gated bal ances that are cancel ed after the five
(5)-year period may be paid fromthe unexpired
appropriation made for the sanme general purpose.

Payment of old bal ances from unexpired funds is limted
to one (1) percent of the unexpired appropriations.
Specifically:

a.

For annual accounts, the limtation is one (1)
percent of the annual appropriation for the account,
not total budgetary resources, but still my not
exceed the original anmount appropriated; and

For multi-year accounts, the [imtation of one (1)
percent applies to all the appropriations that have
not yet expired for obligational purposes. No other
budgetary resources may be considered in applying
this one (1) percent limtation. Previously
unrecorded obligations can be paid fromthe
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unexpired account as if they were cancel ed bal ances.

.04 All otnment Procedures

. 05

Al l otments and fund authorizations shall be in witing,
addressed to specific officials, utilizing forns
approved by the O fice of Budget. In the Departnment,
allotnments are issued on Form CD-3, Allotnent Advice,
and states the limts of discretion that may be

exerci sed and responsibilities under the Anti -

Defici ency Act.

El ectronic transm ssions may be used, provided adequate
internal controls (including separate access controls
for signatures) are present. These docunments nust

I dentify:

a. Ampunt avai l abl e;

b. Fundi ng source, e.g., appropriations,
rei mbursenments, etc.;

c. Time period of availability;

d. Position title of the allottee;

e. Other agency limtations; and

f. Justification for changes in allotnents.

There may be instances, however, when it is necessary
to use nore rapid neans of communi cation, such as

tel ephone, facsimle, or electronic mail. Use of such
means should be limted to energency circunstances
only. Witten authorizations shall be prepared
concurrently with the |less formal conmunication and
shall be transmtted pronptly to the recipient. Such
conmuni cations shall be docunented fully by the

reci pient and posted to the records. Upon receipt, the
formal authorization should be attached to the
docunment ati on used for recording purposes.

Al l ottee Responsibility

Al l ottees shall exercise supervision primarily through
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(1) the approval of organization plans, and (2) the
approval of comm tnments, obligations, or expenditures
chargeable to their allotnents.

a.

Sub-all ottees (hereinafter described as allottees
with respect to responsibilities and duties) shal
exercise control primarily through (1) the approval
of operating plans, and (2) the approval of

comm tnents, obligations, or expenditures chargeable
to their allotnents.

Sub-all otments may be nade by allottees if essenti al
for effective and efficient control of funds. Sub-
all otnments al so shall be made under procedures
prescribed for Form CD-3, Allotnment Advice.

Each officer or enployee receiving an allotnent or
sub-al l ot mrent shall be held responsible for
restricting obligations or expenditures to the
ampunts and ternms specified in the contract/ purchase
order. Obligations incurred or expenditures in
excess of allotnments or sub-allotnments are
considered to be violations of the Anti-Deficiency
Act .

Al l otments may be made on the basis of anticipated
recei pts, reinbursenents, or transfer orders (net of
items of doubtful collectability shown in the
accounting records) accepted from anot her account of
Governnment, or reinbursenent entitlenment based upon
goods and services furnished as authorized by | aw.
Al'l other anticipated receipts shall not be allotted
until received as an advance fromthe public or the
execution of a witten agreenment between the

organi zation unit and | ocal governnments where

aut hori zed by | aw.

No obligation should be created or outlay made from
apportioned funds unless such authority has been
established by formal allotnment and the anount
available is sufficient to cover the ampunt of such
obligation or outlay.

.06 Special Situations

a.

Cbl i gati ons
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Al'l transactions nmeeting the criteria stated for
obligations in the Supplenmental Appropriations Act
of 1950, Section 1311 (31 U.S.C. Sec. 1501),
constitute obligations and shall be recorded as
obligations. Wen an agency is authorized by law to
i ncur obligations in advance of, or in excess of an
appropriation (for exanple, obligations arising
under defaul ted guaranteed | oans or payroll), the
obligation nust be recorded as soon as it arises,
even if the available balance is insufficient to
cover the obligation. For purposes of effective
financi al planning, including funds control, data on
proposed obligations, (i.e., commtnents,
reservations as used by programactivity) shall be
systematically accunulated in accounting records in
advance of their becom ng valid obligations. When
these comm tnment records are used to prepare
official reports on obligations incurred,
appropriate adjustnments nust be made to conform such
data to the ampunts representing valid obligations
as defined by | aw.

Errors

Those cases caused by errors where the facts

i ndicate that no actual over-obligation exists are
not violations. This is so even though the records
i ndi cate otherwi se. An error does not establish a
bona fide obligation. An error, however, can | ead
to an actual violation. For exanple, an over-
obligation incurred because an error led to the
belief that sufficient funds were available is a
violation. Actual violations, even though caused by
errors, nust be reported.

Over-obligations Resulting fromlnaccurate Estimtes
of Obligations

Obligations in excess of the actual amount avail abl e
at any given time are prohibited. In the case of
sone indefinite price contracts and sim |l ar
obligations, it is difficult to determ ne the
preci se amount of the Government's ultinmate
liability at the time contracts are mmde.
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In these cases the allottee is responsible for
obligating funds to cover the Governnent's potentia
liability under the contract, and to ensure that
sufficient funds are avail able for conplete

i quidation of such obligations. Wiile it is
recogni zed that these cases present many
difficulties froma control standpoint, the

al l ottee, nevertheless, is responsible for ensuring
t hat adequate funds are available in the all ot nment
for conplete liquidation of such obligations.

d. Deobligations

The accounting organizations will periodically
review obligations to ascertain that all those
ampunts neeting the criteria of the Suppl enent al
Appropriations Act of 1950, Section 1311 (31 U S.C
Sec. 1502) are recorded. O her amounts shoul d be
deobl i gated. However, arbitrary deobligation action
is taken at the risk of a future violation if
subsequent paynment or charges shoul d disclose an
over-obligation.

e. Loan Prograns

For | oan prograns, obligations and di sbursenents

will not exceed: (1) the anpunt of authority made
avai l abl e for | oan subsidies. Modifications of
direct or guaranteed |loans will not exceed

apportioned unobligated bal ances of subsidy anpunts;
(2) the anmount of the credit program supportabl e by
t he enacted subsidy, whether the subsidy is positive
or negative; (3) the amount appropriated for

adm ni strative expenses; and (4) obligations and

di sbursenents may not be incurred against | apsed
unobl i gated bal ances for | oan subsidies, except to
correct mathematical or data errors in calculating
subsi dy anmounts.

Section 12.0 Wt hhol di ngs

.01 General

Any budgetary resources deferred or proposed for
rescission will be reported to the Congress in speci al
and suppl ementary nmessages and in cunul ative reports as
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described in OMB Circular A-34, Part VII. These
actions nust be recorded in the bureau's accounting
system

Resci ssi ons

A rescission is enacted |l egislation canceling

previ ously enacted budget authority before the
authority would otherw se | apse. Rescissions nmay be
proposed by the President or initiated by a Menber of
Congress. The I npoundnent Control Act of 1974 requires
that the President transmit a special nmessage to

Congr ess whenever he proposes an anmount for rescission
(2 U S.C. Sec. 683).

Deferral s

A deferral is any action or inaction by an officer or
enpl oyee of the U S. Governnment that tenporarily

wi t hhol ds, del ays, or effectively precludes the
obligation or expenditure of budget authority. Anmounts
may be deferred (a) as reserves to provide for
contingenci es under the Anti-Deficiency Act (31 U S.C
Sec. 1512), or (b) for other reasons pursuant to the

| mpoundnment Control Act of 1974 (2 U.S.C. Sec. 684) or
other laws. All deferrals, whether or not reflected on
the SF 132, nust be reviewed and reported fromtine-to-
time so that these funds can be nmade avail able for
obligation before they expire.

Reserves

Reserves may be established under the Anti-Deficiency
Act (31 U.S.C. Sec. 1512) solely to (a) provide for
contingencies, or (b) effect savings made possible

t hrough changes in requirenents or greater efficiency
of operations. These reserves nust be recorded in the
organi zation units' accounting system

W t hhol di ngs under Conti nui ng Resol uti ons

Conti nuing resolutions are enacted | egislation that
provi des budget authority and ot her obligational
authority for Federal agencies or activities to
continue operations until a regular appropriation is
enacted or until a specified date. When a continuing
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resolution covers only part of the year, any Executive
wi t hhol di ng, even if proposed for the duration of the
resolution, will be reported as a deferral (Conptroller
General decision B-205053, dated Decenmber 31, 1981).
When a continuing resolution covers the full fiscal
year, provides funds for an activity for the full
fiscal year, or covers the remai nder of the fiscal
year, funds withheld may be reported as a rescission
proposal or deferral, depending on the nature of the

wi t hhol ding. Operating plans shall be recorded in the
accounting systemto reflect the continuing resol ution.

.06 W thholdings under Miulti-year Apportionnents

Where funds are avail able for obligation beyond the
current fiscal year, multi-year apportionnents may
encour age the devel opnent of full financial plans that
reflect a conprehensive approach to progranms. However,
an operating plan nust be recorded in the bureau's
accounting systemto reflect the current fiscal year.

Section 13.0 Anticipated Anbunts and Rei nbursabl e Work

.01 Anticipated Recei pts and Rei mbursenents

The anount apportioned for any appropriation or fund
account that includes unrealized reinbursenents or

ot her anticipated receipts will not be allotted unless
there is reasonabl e assurance that such itenms wll be
coll ected and deposited to the credit of the
appropriation or fund involved. AlIl officials who
receive allotnments containing reinbursenents or

antici pated anounts will maintain constant and caref ul
oversight to ensure that these are realized or earned
as planned. The allottee must evaluate the validity or
worth of such unrealized anounts before requesting them
to be used as a basis for incurring obligations.

| f actual earnings or amounts realized are | ess than
antici pated, appropriate funding adjustnments shall be
made and ot her appropriate action, including
reapportionnment, shall be taken. The failure to
realize such amounts does not relieve the designated
official of the responsibility to request adjustnment of
allotnments so as to bring the allotnent within the
total to be realized. The inclusion of anticipated
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amounts in determning the anounts avail able for
apportionment or allotnment in no way authorizes the
allottee to obligate or nake expenditures in excess of
budget ary resources avail able for obligation.

Obl i gati ons and expendi tures nust not exceed
apportionnments and allotnents or exceed budgetary
resources avail able for obligation, whichever is
smal | er.

.02 Rei mbur sabl e Wor k

In the case of reinmbursable work, budgetary resources
avail abl e for obligation fromreinbursenments are

conpri sed of earned reinbursenments and unfilled
custonmer orders. An earned reinbursenent is the anount
representing orders that have been filled, provided
that in the case of orders fromthe public, including
State and | ocal governnments, the anount is limted by

t he anount of the advance received.

Al'l non- Federal sponsors will nake paynent in advance
of the actual cost of the services on an estimted
basis. However, an advance paynent schedul e may be
established within the rei mbursabl e agreenent if the
total estimated cost will exceed $50,000 or the |ength
of time to conplete the work will exceed six (6)

nont hs. The head of the agency, or his/her designee,
may determ ne, on a case-by-case basis, that an advance
paynment is not feasible.

As with an earned rei nbursement, an unfilled order is
avai l abl e for obligation provided that in the case of
orders fromthe public the ampunt is limted by the
anount of the advance received. Throughout the year,
t hese ampbunts are to be adjusted to the extent that
orders are filled, cancelled, or new orders received.
Specific authority may be given by law to include
unfilled custonmer orders, not acconpani ed by an
advance, as budgetary resources.

Section 14.0 Deficiency Apportionnents

Apportionnments that anticipate the need for a deficiency or
suppl enment al appropriation under 31 U S.C. Sec. 1515 will be
specifically identified on the apportionnent request (SF 132).



